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Executive Summary 
After much debate and discussion, the Financial Account ing Standards Board 
(the FASB or the Board) has issued Statement of Financial Account ing Standards 
No. 52. Foreign Currency Translation, dated December 1981 (the Statement). The 
Statement supersedes FASB Statement No. 8, Accounting for the Translation of 
Foreign Currency Transactions and Foreign Currency Financial Statements, 
dated October 1975. 
Objec t ions t o FASB S t a t e m e n t No. 8 
Statement No. 8 had been the object of widespread dissatisfaction and cr i t ic ism, 
primari ly directed at perceived shortcomings asserting that Statement No. 8: 
• Unduly emphasized f luctuat ions in exchange rates by report ing exchange 
gains and losses and translation adjustments in current income; 
• Resulted in reported (accounting) foreign currency exposure that was inconsis-
tent w i th the concurrent economic exposure; 
• Failed to recognize extensive economic hedges of foreign exchange risk 
exposure; and 
• Distorted the normal relationships wi th in the f inancial statements of foreign 
subsidiaries or divisions. 
M a j o r Prov is ions 
The Board has adopted signif icant changes in account ing for foreign currency 
translation to overcome these deficiencies, inc luding: 
• Abandonment of the temporal method used in Statement No. 8, in most situa-
t ions, in favor of the net investment or current rate method, whereby: 
o Al l assets ( including inventories and fixed assets) and liabilities are to be trans-
lated f rom the foreign enterprise's functional currency (the currency of the pri-
mary economic environment in wh ich the enterprise operates) into the report-
ing enterprise's (parent or investor's) currency using the current exchange rate 
in effect at the balance sheet date; 
o All revenue and expenses are to be translated using a weighted average 
exchange rate for the period; and 
o The determinat ion of the funct ional currency of an enterprise is basically a 
matter of fact, a l though considerable judgment wi l l be required by manage-
ment in some situations. 
• In some situations, such as when subsidiaries or other units are primari ly an 
extension of the report ing enterprise, essentially the temporal method wi l l con-
t inue to be used. 
• Essentially, the temporal method also wi l l cont inue to be used in highly infla-
t ionary economies, that are defined as having a 3-year cumulat ive inflation 
rate of approximately 100% or more. 
• Adjustments result ing f rom translating foreign currency f inancial statements 
are to be accumulated and reported in a special account w i th in stockholders' 
equity. The amounts applicable to a foreign enterprise in the accumulated 
equity adjustment account shall be removed and included in income upon 
sale, or complete or substantial ly complete l iquidation of the investment in the 
foreign enterprise, and in the period that the sale or l iquidat ion occurs. Adjust-
ments result ing f rom remeasurement into the funct ional currency are to be 
included in income. 
• Foreign exchange gains and losses resulting from foreign currency transac-
tions are to be reported in current income, except for foreign currency transac-
t ions that are effective as a hedge of a net investment in a foreign enterprise or 
are effective as a hedge of a f i rm foreign currency commi tment or are related to 
intercompany foreign currency transactions of a long-term investment nature. 
(Foreign currency transactions are transactions denominated in a currency 
other than the enterprise's funct ional currency and may result in an asset or 
l iabil i ty that is to be settled in other than the enterprise's funct ional currency.) 
• Hedging wi l l be more extensively permitted to reduce reported gains and 
losses or equi ty adjustments result ing from exposed net asset or l iabil ity 
positions. 
• Interperiod income tax allocation is required for both foreign currency transac-
t ions exchange gains and losses and foreign currency translation adjustments. 
D i s c l o s u r e s 
Required disclosures include the fo l lowing: 
• The aggregate transaction gain or loss (including gains or losses on forward 
contracts) included in determining net income; 
• An analysis of the changes dur ing the period in the accumulated adjustment 
f rom translation of foreign currency statements included in stockholders' 
equi ty; and 
• Rate changes occurr ing after the date of the f inancial statements and their 
effects on unsettled foreign currency transaction balances, if signif icant, may 
be necessary. 
E f f e c t i v e D a t e a n d T r a n s i t i o n 
The Statement is effective for fiscal years beginning on or after December 15, 
1982. Earlier appl icat ion is encouraged. 
Financial statements for periods before the effective date and financial sum-
maries or other data derived from the statements may be (but are not required to 
be) restated. 
The effect of adopt ing the Statement on income before extraordinary items, net 
income and related per share amounts for the year of adoption must be disclosed 
if an enterprise first adopts the standard for a fiscal year ending on or before 
March 3 1 , 1982. 
D i s s e n t s 
The Statement was adopted by a 4 to 3 vote of the members of the Board. The 
minor i ty views have been extensively reported; basically, they wou ld have 
retained Statement No. 8 but wou ld have amended Statement No. 8 to: (a) trans-
late locally sourced inventory at the current rate, and (b) liberalize the reporting of 
forward exchange contracts and other contractual arrangements that effectively 
hedge exposed net monetary positions. 
CONTENTS 
E x e c u t i v e S u m m a r y 
In t roduc t i on 
Background 
Objectives of Foreign Currency Translation 
Appl icabi l i ty 
Effective Date and Transit ion 
Overview 
Foreign Cur rency S t a t e m e n t s 
Adjustment to U.S. GAAP 
Functional Currency 
• Mul t ip le currencies 
• Use of judgment in selecting a funct ional currency 
• The U.S. dollar as a foreign enterprise's funct ional currency 
• Remeasurement of the books of record into the funct ional 
currency (the temporal method) 
The Net Investment Concept and the Current Rate Method 
Accumulated Translation Adjustment Equity Account 
• Sale or l iquidation 
• Income tax consequences 
• Initial balance 
Foreign Cur rency Transac t ions 
Foreign Exchange Gains and Losses 
Account ing for Foreign Currency Transactions 
Forward Exchange Contracts and Other Foreign Currency Transactions Desig-
nated as Hedges 
• Intention to hedge 
• Comput ing the gain or loss on a forward exchange contract 
Hedges of Net Investments 
Intercompany Transactions 
• Unsettled intercompany transactions 
1 
4 
9 
Exchange Rates: A S u m m a r y 15 
Other Cons idera t ions 16 
Foreign Currency Translation and Highly Inflationary Economies 
Investee Enterprises and Business Combinations 
A. Determination of the Functional Currency —Sa l ien t Economic Factors 
B. Accounts to Be Remeasured Using Historical Exchange Rates 
C. Remeasurement into the Functional Currency 
D. I l lustration of Translation of Financial Statements of a Foreign 
Subsidiary 
E. Glossary 
Disc losures 18 
Transit ion disclosures 
Required disclosures 
Appendices 2 1 
I n t roduc t ion 
Background 
Prior to the issuance of Statement No. 8 in October 1975, existing authoritat ive 
literature had dealt only w i th translating foreign currency financial statements 
and not w i th foreign currency transactions. The international business activit ies 
of U.S. and other foreign enterprises had expanded rapidly, and signif icant 
changes in the international monetary system, including dollar and other curren-
cy devaluations and the prevalence of f loating rates in foreign exchange markets, 
had taken place. Meanwhi le, several different methods of account ing for foreign 
currency translation had become acceptable in practice. As a result, Statement 
No. 8 was developed after a two-year period of study. 
Statement No. 8 was not well-received, and became the object of widespread dis-
satisfaction and cri t ic ism, primari ly directed at perceived shortcomings as 
described in the Executive Summary. 
In May 1978, in response to recommendations of the Financial Account ing Foun-
dation that a formal postenactment review process be inst i tuted, the Board 
issued an Invitation to Comment on FASB Statements Nos. 1-12. Statement No. 8 
was the subject of about 200 responses to that invitat ion, and as a result a recon-
sideration of Statement No. 8 was placed on the Board's agenda in early 1979. In 
August 1980, an Exposure Draft was issued, having been approved for exposure 
by a 4-3 vote. Public hearings were held in December 1980, at wh ich t ime 
numerous crit icisms were leveled at the provisions of the proposed Statement. 
The crit icisms covered such matters as the lack of criteria for determining the 
newly proposed concept of funct ional currency, translation in highly inflationary 
economies, treatment of certain foreign currency transactions, and other areas. In 
addit ion, a signif icant number of commentators supported a l imited modif icat ion 
of Statement No. 8 to el iminate its major shortcomings. 
A revised Exposure Draft was issued in June 1981. The provisions of that 
Exposure Draft, w i th a few signif icant changes, are incorporated in the State-
ment. Those changes relate to translation of operations of highly inflationary 
economies, intercompany transactions, and disclosures required in the year of 
early adoption. In addit ion, modif ications were made in the defini t ion of func-
tional currencies, the translation of deferred income taxes under the temporal 
method, and the approach to the preparation of the statement of changes in 
f inancial position. 
Objec t i ves of Foreign Cur rency Trans la t ion 
Statement No. 52 states that the translation of the financial statements of a 
foreign enterprise should meet the fo l lowing objectives: 
• Provide information that is generally compatible w i th the expected economic 
effects of a rate change on an enterprise's cash f lows and equity; and 
• Reflect in consolidated statements the financial results and relationships of the 
individual consolidated entities as measured in their funct ional currencies in 
conformity w i th U.S. generally accepted account ing principles. 
In Statement No. 52, the Board has changed its views substantial ly on the objec-
tives of foreign currency translation. Statement No. 8 expressly rejected objec-
tives that wou ld (a) " . . . retain as a unit of measure each currency in wh ich assets, 
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l iabilities, revenues, and expenses are measured; that is to express in dollars the 
assets, liabilities, revenues, and expenses that are measured in foreign currencies 
but to retain the foreign currencies as units of measure "and (b) " . . . produce an 
exchange gain or loss that is compat ible w i th the expected economic effect of a 
rate change on business activit ies conducted in a currency other than dollars." 
In adopt ing the funct ional currency approach, the Board opted to abandon the 
long-standing principle that consolidated results should be measured from a 
single enterprise perspective rather than a mult ip le perspective. Accordingly, the 
Board decided not to change the local units of measure in the translation 
process. 
App l i cab i l i t y 
The provisions of the Statement apply to f inancial statements prepared in accor-
dance w i th U.S. generally accepted account ing principles (GAAP). The Statement 
revises the standards of f inancial account ing and reporting for foreign currency 
transactions in the f inancial statements of a reporting enterprise, and revises the 
standards for translating foreign currency f inancial statements that are incorpor-
ated in the financial statements of a reporting enterprise by consol idation, com-
bination or the equity method of account ing. Translation for other purposes (such 
as for the convenience of readers) is not comprehended by the Statement. 
The Statement supersedes the fo l lowing FASB pronouncements: 
• FASB Statement No. 8, Accounting for the Translation of Foreign Currency 
Transactions and Foreign Currency Financial Statements. 
• FASB Statement No. 20, Accounting for Forward Exchange Contracts. 
• FASB Interpretation No. 15, Translation of Unamortized Policy Acquisition 
Costs by a Stock Life Insurance Company. 
• FASB Interpretation No. 17, Applying the Lower of Cost or Market Rule in 
Translated Financial Statements. 
Ef fec t i ve Date and Trans i t ion 
The provisions of the Statement are effective for fiscal years beginning on or after 
December 15, 1982, w i th earlier application encouraged. If adopted in fiscal year 
1981, the provisions should be applied as of the beginning of the fiscal year and 
quarterly 1981 statements should be restated. If adopted in a year ending on or 
before March 3 1 , 1982, disclosure should be made of the effects of adoption on 
income before extraordinary items, net income, and the related per share 
amounts for the year of the change. Such disclosures are not required for 
enterprises that first adopt the Statement for subsequent fiscal years. 
Financial statements for periods before the effective date, and financial sum-
maries or other data derived therefrom, may be (but are not required to be) re-
stated to conform to the provisions of the standard. If the financial statements are 
not restated, the Statement permits disclosure of income before extraordinary 
items and net income for the prior year computed on a pro forma basis. In the 
year that the Statement is first applied, the f inancial statements shall disclose the 
nature of any restatement and its effect on income before extraordinary items, net 
income, and per share amounts for each period restated. 
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An amendment of FASB Statement No. 33, Financial Reporting and Changing 
Prices, to be consistent w i th the funct ional currency approach to foreign curren-
cy translation wi l l be proposed in the near future. Prior to issuance of a final 
amendment of Statement No. 33, enterprises that adopt Statement No. 52 and 
that are subject to the requirements of Statement No. 33 shall have either of the 
fo l lowing opt ions: 
• They may prepare the supplementary information based on this Statement and 
on the proposed amendment of Statement No. 33. 
• They may prepare the supplementary information based on the application of 
Statement No. 8 and on the provisions of exist ing Statement No. 33. 
Enterprises that wou ld become subject to the requirements of Statement No. 33 
as a result of adopt ing Statement No. 52 are exempt from the requirements of 
Statement No. 33 unti l a year beginning on or after December 15, 1982. 
O v e r v i e w 
The Statement is predicated on a dist inct ion between two basic translation 
situations'. 
• Translation of foreign currency financial statements 
• Translation of foreign currency transactions 
Foreign currency financial statements 
A foreign enterprise's f inancial statements, as prepared from the foreign 
enterprise's books and measured in the foreign enterprise's primary currency 
(called the functional currency), are translated into the parent, or investor, com-
pany's currency (called the report ing currency) by the net investment method. 
This translation is normally accomplished in the process of preparing the report-
ing enterprise's consolidated f inancial statements, and ordinari ly the effects of 
translation wi l l not be recorded in the foreign enterprise's books. 
Foreign currency transactions 
Foreign currency transactions are transactions whose terms are stated in other 
than the funct ional currency of the enterprise; an asset or l iabil ity (or a commit -
ment to acquire an asset or incur a liability) may result f rom the transaction and 
such asset or l iabil ity is denominated (settled or to be settled) in other than the 
enterprise's funct ional currency. Foreign currency transactions may be under-
taken by a foreign enterprise or by a reporting enterprise, either between each 
other or w i th third parties. The foreign currency transaction is recorded in the 
books of the transacting parties in their funct ional currencies. Foreign currency 
transactions may encompass many forms and special provisions for their 
account ing and reporting are covered in the Statement. 
This booklet discusses these two translation situations in some detai l ; gives 
several i l lustrations of the appl icat ion of the provisions of the Statement, inc lud-
ing special si tuation and disclosure requirements. The appendices include com-
prehensive examples. 
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Foreign Cur rency S t a t e m e n t s 
A d j u s t m e n t t o U.S. G A A P 
Foreign currency statements that are to be included in the financial statements of 
a U.S. enterprise (or in any other enterprise's f inancial statements that are pre-
pared in accordance w i th U.S. GAAP) by consol idation, combinat ion or the equity 
method shall be prepared in conformity w i th U.S. GAAP prior to translation. 
Funct iona l Cur rency 
The funct ional currency of an enterprise is the currency of the primary economic 
environment in wh ich the enterprise operates; normally, that is the currency of 
the environment in wh ich an enterprise primari ly generates and expends cash. 
Ordinarily, the funct ional currency is the currency of the country in wh ich the 
enterprise operates and in wh ich the books of record are kept. This is especially 
true for an enterprise whose operations are relatively self-contained and inte-
grated w i th in a country, and that are dist inct and separable from those of the 
reporting enterprise. 
Multiple currencies 
An enterprise's operations may be conducted through more than one different 
and dist inct operation, each of wh ich may be considered separately. Each of 
these operations may have a different funct ional currency if these operations are 
conducted in different economic environments. 
Examples include the fo l lowing: 
• One foreign operation may sell parent-produced products; another may 
manufacture and sell locally-produced products. 
• A foreign enterprise may operate as a f inancial agency for the parent, a sales 
agency for an affil iate, and as a self-sufficient operating company. 
Use of judgment in selecting a functional currency 
The funct ional currency of an enterprise is basically a matter of fact, but in some 
instances the observable facts wi l l not clearly identify a single funct ional curren-
cy. For this reason, the Board has developed general guidance on economic 
indicators to be considered by management in determining the funct ional curren-
cy. The salient economic factors to be considered, both individually and collec-
tively, include indicators of cash f low, sales price, sales market, expense, f inanc-
ing, and intercompany transactions. (See Appendix A.) In those instances in 
wh ich the indicators are mixed and the funct ional currency is not obvious, 
management's judgment is required to assess the facts and circumstances of a 
particular foreign enterprise's operations, and to determine the funct ional curren-
cy that best meets the objectives set forth in the Statement for foreign currency 
translation. Once that decision is made, it shall be adhered to consistently unless 
the facts and circumstances change. Previously issued financial statements 
should not be restated for any change in the funct ional currency. 
If the funct ional currency changes f rom a foreign currency to the report ing cur-
rency, translation adjustments for prior periods shall not be removed from equity; 
the translated amounts for nonmonetary assets at the end of the prior period 
become the account ing basis for those assets in the period of the change and 
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subsequent periods. If the funct ional currency changes f rom the reporting curren-
cy to a foreign currency, the adjustment attr ibutable to the current-rate transla-
t ion of nonmonetary assets as of the date of the change shall be reported in the 
cumulat ive translation adjustments component of equity. 
The U.S. dollar as a foreign enterprise's functional currency 
In some instances, a foreign enterprise's funct ional currency may not be the cur-
rency of the country in wh ich the enterprise is located even though that currency 
is used in its books. These situations generally are those in wh ich the foreign 
operation is a direct and integral component or extension of a reporting 
enterprise's operations. However, the exercise of signif icant management control 
by the parent and the use of the parent's currency for decision-making purposes 
are not suff icient by themselves to result in a determination that the parent's cur-
rency is the funct ional currency of the foreign enterprise. Judgment is required to 
determine these situations but the fo l lowing examples of situations in wh ich the 
U.S. dollar ordinari ly wou ld be the funct ional currency are offered for i l lustrative 
purposes: 
• A foreign enterprise (division, branch or subsidiary) manufactures a subassem-
bly that is then shipped to the U.S. plant for inclusion in a product that is sold 
by the U.S. enterprise. 
• A foreign subsidiary (or other unit) transports ore or other minerals from the 
U.S. enterprise's foreign mines to the U.S. enterprise for processing and subse-
quent sale or further manufactur ing. 
• A foreign subsidiary (or other unit) is primarily a f inance agent for the U.S. 
enterprise. 
• A foreign sales branch or subsidiary of a U.S. manufacturer takes orders, bills 
and collects from foreign customers. Incidental warehouse or other services 
may be provided. 
• Any situation in wh ich the foreign assets and liabilities have an impact directly 
on the U.S. dollar cash f lows of the reporting enterprise. 
Remeasurement of the books of record into the functional currency (the 
temporal method) 
If a foreign enterprise's funct ional currency is another country's currency, such as 
a parent company's currency, the U.S. dollar, and the books are kept in the foreign 
currency, the foreign currency must be remeasured into the funct ional currency 
(the U.S. dollar) in such a manner that the subsidiary's assets and liabilities are 
measured as if they had originally been accounted for as the assets and liabilities 
of the parent. Generally, monetary items would be translated at the current rate, 
whi le nonmonetary items would be translated at the rate in effect when the carry-
ing amount of the item was established (generally the historical rate). Revenue 
and expense items wou ld be remeasured using the weighted average rate, except 
for amounts related to an asset or l iabil ity that is translated at the historical rate. 
(See Appendix B.) Gains and losses resulting from changes in exchange rates are 
included in net income. This remeasurement process is quite similar to the 
translation process required under Statement No. 8, except that deferred income 
taxes and unamortized policy acquisit ion costs of a stock life insurance company 
are treated as monetary items. This remeasurement process is i l lustrated in 
Appendix C. [Note: The effect of the change from the historical rate to the current 
rate for translating deferred income taxes and unamortized policy acquisit ion 
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costs of a stock life insurance company should be reflected as an adjustment to 
the beginning balance of retained earnings in the year of adoption or the earliest 
year restated.] 
The Net Investment Concept and the Current Rate M e t hod 
Under the net investment concept, the reporting enterprise is viewed as having 
an investment in a foreign business whose foreign currency earnings, derived 
from operations in the local foreign economic, legal and political climate, accrue 
to the benefit of the reporting enterprise in the amount of the U.S. dollar equiva-
lent of those earnings. Under this concept, all of the foreign enterprise's assets 
and liabilities are translated from that enterprise's functional currency into the 
reporting currency (generally the U.S. dollar) by using the current exchange ra e. 
Increases or decreases in net assets (adjustments) resulting from changes in the 
exchange rate between balance sheet dates are accumulated and reported as a 
separate component of stockholders' equity. Revenue, expense, gain, and loss 
items are translated at the exchange rate at the time these items are recognized. 
For practical purposes, a weighted average exchange rate for the period may be 
used. Adjustments resulting from changes between the weighted average rate 
and the rate at the balance sheet date are accumulated and reported in the separ-
ate component of stockholders' equity. 
Although no provision exists in the actual statement, translation of a statement of 
changes in financial position is discussed in Paragraph 100 of the Basis for Con-
clusions section of Statement No. 52. There the reader is reminded that APB Opi-
nion No. 19, Reporting Changes in Financial Position, permits flexibility and judg-
ment to meet the objectives of the statement of changes in financial position while, 
at the same time, requiring the disclosure of all important changes in financial posi-
tion regardless of whether cash or- working capital is directly affected. 
Appendix D illustrates the translation of the financial statements of a foreign sub-
sidiary (Biltrite Ltd.) of a U.S. parent (Abbot Corporation). Examples 1 to 5 should 
be read concurrently with the complete illustration presented in Appendix D. 
Examples 6 to 14 can be read independently of Appendix D, but continue to use 
Biltrite as the foreign subsidiary. 
Examples 1 and 2 illustrate the current rate method of translation. 
Example 1: Translation of Net Asset Elements 
Exchange rates: 
Functional currency, £ to US$, 7/31/81 
Functional currency, £ to US$, 7/31/80 
Decrease in exchange rate 
Measure in U.S. dollars of net assets, x £10,200 (A): 
July 31,1981 － £10.200 x 1.835 
July 31, 1980 － £10,200 x 2.331 
Translation adjustment due to decrease 
in exchange rate (£10.200 x .496) (B) 
(A) Translation would be made for each item constituting the net assets at the 
given dates. For illustrative purposes, these are combined here, and 
assumed not to change in amount in the functional currency (see Exhibit I of 
Appendix D). 
(B) Depending on tax status, this amount may be adjusted for taxes. 
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1.835 
2.331 
.496 
$18,718 
23,777 
$ (5,059) 
Example 2 : Trans la t ion o f Income S t a t e m e n t E lements 
Exchange rates: 
Weighted average for period, £ to US$ 2.237 
Year end, £ to US$ 1.835 
Decrease in exchange rate .402 
Net income for period (A), £2,280 at 2.237 $5,100 
Dividends £1,180 at 2.237 2,640 
Net $2,460 
Accumulated adjustment: 
Reduction due to decrease in exchange rate 
£1,100 x .402(B) $(442) 
(A) Translation wou ld be made for each item const i tut ing the net income as of 
the recognit ion date. For i l lustrative purposes, these are combined here and 
assumed to be recognized uniformly over the period (see Exhibit II of Appen-
dix D). Dividends could be translated at the rate in effect at end of each 
quarter. 
(B) Depending on tax status, this amount may be adjusted for taxes. 
A c c u m u l a t e d Trans la t ion A d j u s t m e n t Equ i ty A c c o u n t 
Adjustments resulting f rom the translation of the elements of a foreign 
enterprise's f inancial statements f rom the foreign enterprise's funct ional currency 
to the report ing currency are not to be included in determining net income 
according to the Statement because they are not expected to result in cash f lows 
to the report ing enterprise in the foreseeable future. Instead, these adjustments 
are to be accumulated and reported as a separate component of stockholders' 
equity. 
Equity adjustments result: (a) f rom changes in the exchange rate occurr ing dur-
ing the period for assets and liabilit ies held since the beginning of the period; (b) 
f rom the impact of changes in net assets (other than f rom capital transactions) 
resulting from the difference between the exchange rate existing at the balance 
sheet date and the weighted average exchange rate or other approximated rate 
used for income statement purposes, and (c) f rom increases or decreases in net 
assets resulting f rom capital transactions mult ip l ied by the difference in 
exchange rates at the balance sheet date and the exchange rate at the capital 
transaction date. Equity adjustments may also result f rom certain foreign curren-
cy transactions. Example 3 is an i l lustration of the accumulated translation 
adjustment equity account. 
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Example 3: Accumulated Translation Adjustment Equity Account 
Balance, 8/1/80 (See Example 5) $3,502 
Add: (a) Aggregate adjustment for the decrease in the exchange 
rate during the period for net assets held at beginning of 
period (see Example 1): 
£10.200 x 0.835 - 2.331) (5,059) 
(b) Aggregate adjustment for changes during period in net 
assets, other than capital transactions, from the differ-
ence between the exchange rate at the end of the period 
and the average rate for the period (see Example 2): 
£2,280 x (1.835 - 2.237) (916) 
(2,473) 
Less: (c) Aggregate adjustment for changes in net assets during 
year resulting from capital transactions (see Example 2) 
(Assumes dividends are capital transactions.) 
£1,180 x(1.835 - 2.237) 474 
Total (1,999) 
Adjustments from certain foreign currency transactions － 
Balance, 7/31/81 $(1,999) 
Sate or Liquidation 
The amount included in the accumulated translation adjustment equity account 
attributable to a foreign enterprise is to be included in the determination of 
income in the period when a sale or complete, or substantially complete, liquida-
tion of that foreign enterprise occurs. When these events occur, the adjustment is 
to be removed from the separate component of stockholders' equity and reported 
as part of the gain or loss on sale or liquidation of the investment. Example 4 
illustrates the computation of the gain or loss on the sale of a foreign investment. 
Example 4: Sale of a Foreign Investment  
Assume that Abbot, a U.S. parent company, sells its investment in its 
foreign subsidiary, Biltrite, Ltd., to third parties for $22,360. The sale 
results in a net loss of $375. 
Investment in Biltrite, per equity method $20,736 
Add: Accumulated translation adjustment 1,999 
Carrying amount of Biltrite 22,735 
Cash proceeds 22,360 
Net loss $ 375 
Income tax consequences 
Interperiod tax allocation is required pursuant to APB Opinion No. 11, which 
requires that income tax expense be allocated among income before extraordi-
nary items, extraordinary items, adjustments of prior periods (or of the opening 
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balance in retained earnings) and direct entries to other stockholders' equity 
accounts. The adjustments resulting f rom translation of foreign currency state-
ments are to be considered t im ing differences for purposes of providing deferred 
taxes if they otherwise meet the criteria of APB Opinion Nos. 11 , 23 and 24. 
Initial balance 
The Board considered t w o methods of est imating the initial balance of the 
accumulated translation adjustment component of stockholders' equity. One 
method wou ld segregate the accumulated translation adjustment amount from 
the beginning retained earnings. That method wou ld require an analysis of all 
previous translation gains and losses remaining in retained earnings, a process 
the Board deemed cumbersome and costly. Instead, the Board opted not to 
segregate the accumulated translation adjustment from retained earnings. Ac-
cordingly, the separate component 's balance shall be measured by the aggregate 
effect, as of the beginning of the year for wh ich the Statement is first applied, of 
translat ing all of a foreign enterprise's assets and liabilities at the current 
exchange rate as of the beginning of the year. The retained earnings account and 
the capital stock account are carried over (assuming no capital transactions) at 
the translated amounts as of that date f rom the preceding year. The resulting 
difference is the balance attr ibuted to the enterprise's accumulated translation 
adjustment. Presumably, if an enterprise wishes to make a closer approximation 
by segregating the accumulated translation adjustment incorporated in retained 
earnings, that procedure wou ld be acceptable. Example 5 illustrates the com-
putat ion of the initial balance of the accumulated translation adjustment 
account. 
Example 5 : In i t ia l Balance o f A c c u m u l a t e d Trans la t ion A d j u s t m e n t  
Net assets, 7 / 3 1 / 8 0 £10,200 
Exchange rate, 7 /31 /80 2.331 
Net assets, 8 / 1 / 8 0 at current exchange rate $23,777 
Less: Reported net wor th , 7 / 3 1 / 8 0 — 
Capital stock $ 7,136 
Retained earnings 13,139 20,275 
Accumulated translation adjustment, 8 /1 /80 (A) $ 3,502 
(A) The adjustment wou ld be tax effected if there were intent to repatriate 
undistr ibuted earnings of the foreign subsidiary. 
Foreign Cur rency Transac t ions 
Foreign currency transactions are transactions denominated in a currency other 
than the enterprise's funct ional currency. Foreign currency transactions may pro-
duce foreign currency receivables or payables that are denominated or f ixed in 
the amount of foreign currency to be received or paid. These transactions result 
f rom such activit ies as export or import of goods or services and from capital 
f inancings. An export sale by a British (foreign) enterprise to a German enterprise 
denominated in Deutsch Marks (DM) is such a foreign currency transaction 
because it results in a receivable denominated in DM assuming the funct ional 
currency is British pounds (£). Likewise, if the British enterprise issues bonds 
denominated in U.S. dollars, for sale in the U.S. market, a foreign currency trans-
action results because the l iabil i ty is denominated in a currency other than the 
funct ional currency. 
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Foreign Exchange Gains and Losses 
A change in exchange rates between the funct ional currency and the currency in 
wh ich a transaction is denominated wi l l increase or decrease the amount of the 
funct ional currency expected to be received or paid. Except as noted below, these 
increases or decreases in the expected funct ional currency cash f low are con-
sidered as foreign exchange gains and losses and are included in the determina-
t ion of income for the period in wh ich the transaction takes place, or if the trans-
action is unsett led, the period in wh ich the rate change takes place. 
A c c o u n t i n g fo r Foreign Cur rency Transac t ions 
The fo l lowing procedures are to be fo l lowed in account ing for foreign currency 
transactions: 
• A t the date of the transaction — Measure and record each f inancial statement 
element (asset, l iabil i ty, revenue, expense, gain or loss) arising f rom the trans-
action in the funct ional currency of the recording enterprise using the 
exchange rate at that date. 
• A t the date of sett lement of a foreign currency transaction — Measure and 
record, in terms of the funct ional currency, the amount of the sett lement. Any 
increase or decrease result ing f rom a difference between the sett lement 
amount and the carrying amount at the transaction date, or the most recent 
intervening measurement date is realized and is recorded as an exchange gain 
or loss on the transaction and included in determining net income. 
Examples 6 and 7 i l lustrate the implementat ion of these procedures for settled 
and unsett led foreign currency transactions, respectively. 
Examp le 6 : S e t t l e d Foreign Cur rency Transact ions  
Assume Biltrite Ltd. borrowed, for general purposes, 1,000,000 Swiss francs (SF) 
on September 30, 1980. Further, assume the exchange rates for SF are as fo l lows: 
£ 
September 30, 1980 .24 
December 3 1 , 1980 .23 
January 3 1 , 1981 .21 
July 3 1 , 1981 .25 
The entry at the transaction date wou ld be: 
9 /30 /80 Cash (SF1,000.000 x £.24) £240,000 
Notes payable (SF1,000,000) £240,000 
Now assume SF100,000 of notes are paid at December 3 1 , 1980 and 
January 3 1 , 1981, respectively. 
The entries at the transaction dates wou ld be: 
12 /31 /80 Notes payable (SF100,000) £24,000 
Cash (SF100,000 x £.23) £23,000 
Exchange gain 1,000 
1/31/81 Notes payable (SF100,000) £24,000 
Cash (SF100,000 x £.21) £21,000 
Exchange gain 3,000 
No part of the exchange gain on these transactions is deferred because the 
original transaction was not intended to be a hedge. 
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• A t the balance sheet date, recorded balances of elements denominated in a 
currency other than the funct ional currency are adjusted to reflect the rate at 
wh ich the element could be settled at that date — presumably the exchange 
rate on that date. Foreign exchange gains or losses resulting from these adjust-
ments are included in the determinat ion of net income. 
Example 7: U n s e t t l e d Foreign Cur rency Transact ions  
Assume Biltrite Ltd. does not repay any more of the Swiss notes. Accordingly, on 
July 3 1 , 1981, the fiscal year end, Biltrite still owes SF 800,000. 
An entry wou ld be made to recognize the amount at wh ich those notes could be 
settled as of that date, July 3 1 , 1981, and a new carrying amount determined as 
fol lows: 
Balance, Swiss franc notes SF 800,000 
Exchange rate at 7 /31 /81 .25 
Carrying amount £ 200,000 
Per books (£240,000 - £48,000) 192,000 
Exchange loss £ 8,000 
The entry to record the exchange loss and the adjusted carrying amount wou ld 
be as fol lows: 
Exchange loss £8,000 
Swiss notes payable £ 8,000 
Note: The adjusted carrying amount is £200,000. Future exchange gains and 
losses wou ld be computed on this basis. 
• Assets carried at market value whose current market prices are measured in a 
currency other than the funct ional currency should be adjusted to an equiva-
lent market price measured in the funct ional currency and an exchange gain or 
loss recognized in determining net income for the period. Example 8 illustrates 
the implementat ion of this provision. 
Example 8 : A s s e t s Carr ied a t M a r k e t and Denomina ted in Other than the 
Funct iona l Cur rency  
Assume Biltrite Ltd. had U.S. marketable securities classified as current assets 
that were acquired for $250,000 on March 3 1 , 1981 when the current exchange 
rate for the British pound was $2.237. 
The entry to record the purchase transaction wou ld be as fol lows: 
Marketable securities £111,757 
Cash £111,757 
At year end, July 3 1 , 1981 , the marketable securities were quoted at $225,000, 
and the current exchange rate was $1.835. 
The calculat ion of the new carrying amount and the gain wou ld be as fol lows: 
Dollar value, $225,000/1.835 £122,616 
Original carrying amount 111,757 
Gain £ 10,859 
The new carrying amount wou ld be £122,616 and this amount wou ld be used as 
the basis for future currency transactions. 
Forward Exchange Con t rac ts and Other Fore ign Cur rency Transac t ions 
Des igna ted as Hedges 
A special type of foreign currency transaction is a forward exchange contract. A 
forward exchange contract is an agreement to exchange different currencies at a 
specified future date at a specified (forward) rate. Agreements that are, in subs-
tance, essentially the same as forward contracts, for example, currency swaps, 
should be accounted for in a manner similar to the account ing for forward con-
tracts. A gain or loss on a forward contract or other foreign currency transaction 
that is intended to hedge an identif iable foreign currency commi tment (for exam-
ple, an agreement to purchase equipment, take the output of a plant, or use a ship 
to transport the enterprise's product) is to be deferred and included in the basis of 
the related foreign currency transaction (e.g., the respective purchases in the 
above examples). Losses on forward contracts should not be deferred if such 
deferral could lead to the recognit ion of losses in subsequent periods — t h a t is, 
losses that cannot be avoided in subsequent periods should be recognized 
immediately. 
Intention to hedge 
Account ing for forward exchange contracts has not been changed from the pro-
visions of Statement No. 8, but the rules for consideration of such contracts as 
hedges have been liberalized. A forward contract or other foreign currency trans-
action may be considered to hedge an identif iable foreign currency commi tment 
if the fo l lowing condit ions are met: 
• The foreign currency transaction is designated as, and is effective as, a hedge 
of a foreign currency commi tment ; and 
• The foreign currency commi tment is f i rm. 
The required account ing is to commence as of the designation date. The amount 
of the hedging transaction that is to be accounted for as a hedge is l imited to the 
amount of the related commi tment , on an after-tax basis. The amount of gain or 
loss deferred at tr ibutable to deferred taxes is to be used as an offset to the related 
tax effects in the period in wh ich the tax effects are recognized. A gain or loss 
recognized on any port ion of a hedging transaction in excess of the hedge on an 
after-tax basis, or the gain or loss incurred after the transaction date of the related 
commi tment should not be deferred, but should be included in net income cur-
rently. If a foreign currency transaction previously considered a hedge of a foreign 
currency commi tment is terminated before the transaction date of the related 
commi tment , any deferred gain or loss wou ld cont inue to be deferred and 
accounted for as described above. 
The Statement does not require any linkage of the date of the hedging transac-
t ion w i th the date of the hedged commi tment to have an effective hedge. Add i -
t ionally, whi le a transaction that hedges a net investment should ordinari ly be 
denominated in the same currency as the funct ional currency of the net invest-
ment hedged, there may be some instances where it may not be practical or feasi-
ble to hedge in the same currency. Therefore, a hedging transaction also may be 
denominated in a currency for wh ich the exchange rate generally moves in 
tandem w i th the exchange rate for the funct ional currency of the net investment 
hedged. 
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Computing the gain or loss on a forward exchange contract 
Gain or loss on a forward exchange contract is to be computed as previously 
required by the provisions of Statement No. 8. Example 9 illustrates the computa-
t ion of the gain or loss and discount or premium on a forward exchange 
contract. 
Example 9 : H e d g e s — F o r w a r d Exchange C o n t r a c t — G a i n or Loss  
Assume that on July 1, 1981 Biltrite enters into a contract to purchase equipment 
in the amount of $1,000,000. The delivery and payment date is December 3 1 , 
1981. To ful ly hedge the foreign currency commitment , Biltrite purchases a for-
ward exchange contract. The relevant rates per U.S. dollar are: 
July 1, 1981 Spot rate £.52 
Contract forward rate (12/81) £.51 
July 3 1 , 1981 Spot rate (balance sheet date) £.54 
The deferred gain on the forward exchange contract is computed as fol lows: 
Foreign currency amount of forward contract $1,000,000 
Spot rate 7 /31 /81 £.54 
Spot rate 7 /1 /81 £.52 x .02 
Deferred gain on forward exchange contract £ 20,000 
H e d g e s — F o r w a r d Exchange C o n t r a c t — D i s c o u n t or P remium 
The discount on the forward exchange contract is computed as fol lows: 
Foreign currency amount of forward contract $1,000,000 
Contract forward rate (7/1/81) £.51 
Spot rate (7/1/81) £J52 x .01 
Discount on forward exchange contract £ 10,000 
Note: Both the gain and discount are deferred and included in the cost of the 
equipment (the inclusion of the discount in the cost of the equipment 
being an opt ion; alternatively the discount could be included in income 
over the life of the contract). 
Losses shall not be deferred if it is estimated that deferral wou ld lead to 
recognizing losses in later periods. 
Hedges of N e t I n v e s t m e n t s 
A foreign currency transaction may be designated as, and be effective as, an 
economic hedge of a net investment in a foreign enterprise. For example, a U.S. 
reporting enterprise w i th a British subsidiary may enter into a loan agreement to 
borrow British pounds f rom an outside party, w i th the intention that the loan 
wou ld be a hedge of its investment in the British subsidiary. The British pounds 
loan is a l iabil ity, and the net investment in the British subsidiary is an asset of the 
reporting enterprise. Accordingly, the loan is a foreign currency transaction. The 
effect of changes in exchange rates wi l l cause the translation adjustment for the 
loan and the net investment to move in opposite directions, and a hedge results. 
If the adjustments are equal in amount, they should both be reported in the 
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accumulated translation adjustment component of stockholders' equity in the 
reporting enterprise's f inancial statements. If, on an after-tax basis, the adjust-
ment from the loan exceeds the adjustment f rom the net investment, the excess 
should be reported (as wou ld the adjustment f rom any other uncovered foreign 
currency transaction) as an exchange gain or loss and included in the determina-
t ion of net income for the period. Example 10 illustrates the implementat ion of 
the provisions for hedging a net investment, ignoring taxes. 
Example 1 0 : Hedges o f N e t I n v e s t m e n t s  
Assume Abbot has a loan agreement to borrow £10,000,000 as a substantial 
hedge of its investment in Biltrite Ltd. The translation adjustment for Abbot 
wou ld be calculated as fol lows: 
U.K. debt at 8 / 1 / 8 0 £10,000,000 
Decrease in exchange rate for fiscal year 
ended 7 / 3 1 / 8 1 : 
7 /31 /80 exchange rate 2.331 
7 /31 /81 exchange rate 1.835 x .496 
Deferred translation adjustment. $ 4,960,000 
Therefore, the net current period translation adjustment wou ld be as fol lows: 
Adjustment f rom translation of Biltrite's f inancial 
statements per Examples 1 and 2 $ 5,501,000 
Less gain deferred by Abbot (A) 4,960,000 
Net current period translation adjustment. (B) $ 541,000 
(A) If the " g a i n " on the foreign currency transaction of the British pounds loan 
exceeded $5,501,000, the excess would be reported as gain (or loss if 
applicable) f rom foreign currency transactions and reported as part of 
Abbot 's net income. 
(B) Depending on tax status, this amount may be adjusted for taxes. 
I n te rcompany Transac t ions 
Exchange gains and losses arising f rom intercompany foreign currency transac-
t ions and balances that are of a long-term investment nature (i.e., sett lement of 
the transactions is not planned or anticipated in the foreseeable future) are de-
ferred and included w i th translation adjustments in the separate component of 
stockholders' equity. This might include balances that take the form of an 
advance or a demand note payable provided that payment is not planned or ant i-
cipated in the foreseeable future. Gains or losses on intercompany foreign curren-
cy transactions that are intended to be settled at some future date are to be 
included in the determinat ion of income. Example 11 illustrates an intercompany 
transaction of a long-term investment nature. 
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Example 1 1 : I n te rcompany T r a n s a c t i o n s — L o n g - t e r m I n v e s t m e n t 
Assume that Abbot permanently invests an addit ional $10,000,000 in Biltrite, its 
subsidiary, on 7 /31 /80 to f inance Biltrite's acquisit ion of factory equipment. The 
investment is in the form of a borrowing w i th sett lement not planned or ant ic i -
pated in the foreseeable future. The deferred exchange loss on this foreign cur-
rency transaction wou ld be calculated as fo l lows: 
Balance per books ($10,000,000 ÷ 2.331) = £4,290,004 
Balance due at 7 /31 /81 ($10,000,000 ÷ 1.835) = £5,449,591 
Deferred exchange loss (A) £1,159,587 
(A) This amount would be included in the accumulated translation adjustment 
account in stockholders' equity. 
(B) If the transaction were a loan from the parent to the subsidiary on wh ich set-
t lement was intended, then the loss wou ld be included in income w i th the 
offsett ing amount to the British pound balance of the loan. The balance of 
the l iabil ity in the translated balance sheet wou ld remain $10,000,000, the 
sum borrowed. 
Unsettled intercompany transactions 
On translating foreign currency financial statements at the dividend remittance 
rate, a difference between intercompany receivables and payables may result if 
unsettled intercompany transactions are subject to and translated using 
preference or penalty rates. Until that difference is el iminated by sett lement, it is 
to be treated as a receivable or payable in the enterprise's f inancial statements. 
Exchange Rates: A S u m m a r y 
The exchange rate is the ratio between the amount of local currency and the 
amount of a foreign currency for wh ich the local currency may be exchanged. 
The rates proposed to be used in various circumstances are as fol lows: 
• Mul t ip le rates exist — Use the div idend remittance rate. 
• Foreign enterprise f inancial statements: 
o Assets and liabilit ies — Use the exchange rate at the balance sheet date. 
o Revenues, expenses, gains, and losses — U s e the exchange rate in effect when 
these items would have been recognized. For practical purposes, a weighted 
average rate for the period, or other approximat ion, may be used. 
o Foreign enterprise fiscal period does not coincide w i th that of the reporting 
enterprise — Use the exchange rate at the foreign enterprise's balance sheet 
date. Use the weighted average exchange rate for the foreign enterprise's fiscal 
period for income statement elements. 
15 
• Foreign currency transactions: 
o A t the transaction date — Use the rate at wh ich the transaction can be settled. 
o A t a subsequent balance sheet date — U s e the rate at wh ich the related 
receivable or payable could be settled at that date 
• Temporal method (to be used for remeasurement when a foreign enterprise's 
funct ional currency is the U.S. dollar and in circumstances where the foreign 
enterprise operates in a highly inflationary economy) 
o Monetary assets and liabilit ies — Use the exchange rate at the balance sheet 
date. 
o Nonmonetary assets and liabilit ies — U s e the exchange rate in effect when 
asset acquired or l iabil i ty incurred (historical rate). 
o Deferred income taxes is considered a monetary i tem. 
o Revenues and expenses — Use the exchange rate related to the transaction. 
Generally, the average exchange rate for the fiscal period should be used for all 
items, except when the revenue or expense is related to a nonmonetary i tem, 
for wh ich the related historical rate is used. 
• Business combinat ions (pooling or purchase) — Use current rate at date of 
acquisit ion. 
• Investees accounted for by the equi ty method — Use the rate used for consoli-
dated entities. 
• Rates not available at specified balance sheet or transaction dates: 
o If temporari ly unavailable — U s e the first subsequent rate at wh ich exchanges 
could be made. 
o If other than temporary —Cons ider not consol idating, combin ing or account ing 
for the foreign operation by the equi ty method. 
• Rates subsequent to the balance sheet date — Cannot be used for translation 
purposes, but certain disclosures may be necessary. 
Other Cons idera t ions 
Foreign Cur rency Trans la t ion and H igh ly In f la t ionary Economies 
Translation of operations in highly inflationary economies at the current rate may 
result in translated dollar amounts for inventory and property, plant and equip-
ment that in a relatively short t ime may lose all relationship to cost or value in any 
currency. The Board has considered the issue and has determined that the report-
ing currency wi l l be designated as the funct ional currency for all enterprises 
operating in an economy where the inflation rate in the foreign economy, on a 
cumulat ive three-year basis, equals approximately 100% or more. Once at that 
level, minor temporary f luctuat ions below 100% wou ld not warrant a change in 
the determinat ion that the economy was highly inflationary. The Board's inten-
t ion is that the def ini t ion of a highly inflationary economy be applied w i th judg-
ment (see Exhibit VI of Appendix D and Appendix C). 
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I nves tee Enterpr ises and Business Comb ina t i ons 
The net investment concept and the use of the current rate to translate assets 
and liabilit ies f rom the funct ional currency to the reporting currency applies 
equally to translation of f inancial statements of foreign investees whether con-
solidated or accounted for by the equity method. The net investment concept and 
the use of the current rate also apply to translation after a business combinat ion. 
Following a business combinat ion accounted for by the purchase method, the fair 
values at date of acquisi t ion of the assets, including goodwi l l acquired, and the 
liabilit ies assumed are to be translated in accordance w i th the requirements of 
the Statement. Translation adjustments attr ibutable to minori ty interests should 
be allocated to the minor i ty interest balance. Example 12 illustrates the transla-
t ion of goodwi l l in a business combinat ion. 
Example 1 2 : Business C o m b i n a t i o n — T r a n s l a t i o n o f G o o d w i l l  
Assume that Abbot purchased Biltrite Ltd. for $1,000,000 on July 3 1 , 1980. At 
the transaction date the exchange rate was $2.331 per British pound. The separ-
ate balance sheets for Abbot and Biltrite, fo l lowing the transaction, are as 
fo l lows: 
Abbot Biltrite 
Dr. (Cr.) Dr. (Cr.) Dr. (Cr.) 
Cash - $445,000 £190,905 
Investment in Biltrite $1,000,000 - -
Common Stock (1,000,000) (400,000) (171,600) 
Retained Earnings - ( 4 5 , 0 0 0 ) ( 1 9 , 3 0 5 ) 
Assume that neither Abbot nor Biltrite has revenue or expenses from operations. 
A t the balance sheet date, July 3 1 , 1981, the exchange rate is $1.835 per British 
pound. 
Trans la t ion f r o m Funct iona l t o Repor t ing Cur rency 
Functional Reporting 
Currency Exchange Currency 
Dr. (Cr.) Rate Dr. (Cr.) 
Cash £ 190,905 $1.835 $ 3 5 0 , 3 1 1 
Common Stock (171,600) 2.331 (400,000) 
Retained Earnings ( 1 9 , 3 0 5 ) ( 45,000) (1) 
Translation Adjustment - 94,689 (2) 
(1) Retained earnings, beginning £19,305 x $2,331 = $45,000 
(2) Cumulat ive translation adjustment: 
Net assets, beginning x rate changes 
£190,905 x ($1.835 - $2.331) $94,689 
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Conso l ida t ion o f A b b o t and B i l t r i t e 
Consolidation Consolidated 
Parent Sub Entries Balances 
Dr. (Cr.) Dr. (Cr.) Dr. (Cr.) Dr. (Cr.) 
Cash -
Investment 
in Biltrite $1,000,000 
Goodwil l — 
Common Stock (1,000,000) 
Retained Earnings — 
Translation 
Adjustment — 
(3) Goodwil l of $555,000 is amortized over 40 years and it is assumed that a ful l 
year's amortization is recorded for the period from the date of acquisit ion to 
the balance sheet date. 
Amort izat ion $555,000/$2,331 = £238,095 
£238,095/40 = £ 5,952 
Amort izat ion expense 
£5,952 x average exchange rate, $2.237 = $13,315 
Retained earnings, beginning — 
Net loss (13,315) 
Retained earnings, ending $(13,315) 
Goodwil l and retained earnings are reduced for the amortization. 
(4) Effect of goodwi l l on translation adjustment: 
Net assets, beginning x rate changes 
£238,095 x ($1.835 - $2.331) = $(118,095) 
Net loss x difference between average and ending rates 
£(5,952) x ($1.835 - $2,237) = $2,392 
$(118,095) - $2,392 = $(115,703) 
Disc losures 
Trans i t ion Disc losures 
The Statement is effective for fiscal years beginning on or after December 15, 
1982, al though earlier appl icat ion is encouraged. 
The Statement calls for the fo l lowing disclosures in the year that the Statement is 
first appl ied: 
• If adopted for a fiscal year ending on or before March 3 1 , 1982, the effect on 
income before extraordinary items, net income and related per share amounts 
for the year of the change. 
• The nature of any restatement and its effect on income before extraordinary 
items, net income, and related per share amounts for each period restated. 
• If the prior year is not restated, disclosure is permit ted of income before 
extraordinary items and net income for the prior year on a pro forma basis com-
puted in accordance w i th the provisions of the Statement. 
$350,311 $ 350,311 
(400,000) 
(45,000) 
$(1,000,000) 
(115,703) (4) 
555,000 
(13,315) (3) 
400,000 
13,315 (3) 
45,000 
425,982 
(1,000,000) 
13,315 
94,689 115,703(4) 210,392 
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• The disclosures required after the effective date of the Statement should be 
given, to the extent practicable for all earlier periods restated. 
Example 13 illustrates the pro forma restatement disclosures of the transit ion pro-
visions. 
Example 13 : T rans i t ion Disc losure  
Assume, in order to i l lustrate the pro forma restatement, that Biltrite's earnings in 
British pounds for fiscal year 7 /31 /80 were identical to those of 7 / 3 1 / 8 1 , and that 
the balance sheet amounts in British pounds (the funct ional currency) in each of 
the two years were also identical. The transit ion rule in this case wou ld permit the 
disclosure of the pro forma amounts under the provisions of the Statement for the 
prior year. 
Translating the 7 /31 /80 income statement under the provisions of FASB 
Statement No. 8 resulted in a reported net income of $3,724,000, that 
includes a translation loss of $1,148,000, net of tax. Restating the 7 /31 /80 
figures, on a pro forma basis under the provisions of FASB Statement No. 52, 
wou ld produce a reported net income of $5,100,000. The accumulated 
translation adjustment account wou ld have been decreased by $2,861,000, 
net of tax. 
Required Disc losures 
For all years for wh ich the Statement is adopted, the fo l lowing disclosures are 
required: 
• The aggregate exchange gain or loss included in determining net income for 
the period, including gains or losses on forward contracts included in income. 
Gains or losses from dealer transactions may be disclosed as dealer gains or 
losses. 
• An analysis of the changes dur ing the year in the separate component of 
equity for the accumulated adjustment from translation of foreign currency 
should be provided as a separate financial statement, in the notes to the f inan-
cial statements, or as part of a statement of changes in stockholders' equity. 
The analysis should include: 
o Beginning and ending cumulat ive amount (see Exhibit IV of Appendix D and 
Examples 3 and 5); 
o The aggregate adjustment for the period resulting from translation of foreign 
currency statements (see Exhibits III and IV of Appendix D and Example 3); 
o Gains and losses from hedging and intercompany transactions that have been 
deferred and included in the accumulated translation adjustment component 
(see Examples 10 and 11); 
o The amount of income taxes for the period that is allocated to stockholders' 
equity (see Exhibit I of Appendix D); and 
o The amounts transferred from the accumulated translation adjustment compo-
nent of stockholders' equity and included in net income for the period because 
of the sale or complete or substantial ly complete l iquidation of the net invest-
ment in a foreign enterprise (see Example 4). 
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• The effects of signif icant exchange rate changes occurr ing after the date of the 
f inancial statements or after the date of the foreign currency statements of a 
foreign enti ty, and the effects of the exchange rate changes on unsettled 
foreign currency transactions may be necessary. 
Example 14 illustrates one format for presenting the analysis of the accumulated 
translation adjustment account. 
Example 1 4 : Ana lys i s of A c c u m u l a t e d Trans la t ion A d j u s t m e n t s  
Assuming that certain of the il lustrated transactions and translation effects 
related to Biltrite were reported for the fiscal year ending 7 /31 /81 (other than the 
purchase and sale of the investment), the analysis of the accumulated translation 
adjustment account wou ld be as fol lows: 
Balance 8 /1 /80 
A d d : Deferral of gain on hedging of net 
investment in Biltrite 
Deduct: Aggregate adjustment for the fiscal 
year ended 7 /31 /81 resulting from 
translation of foreign currency 
statements 
Deferral of loss on addit ional per-
manent investment in subsidiary 
Balance 7 /31 /81 
(A) £1,159,587 (see Example 11) x $1.835 
In addit ion, any amounts previously deferred on forward contracts that (a) under 
Statement No. 8 were accounted for as hedges of identif iable foreign currency 
commitments to receive proceeds f rom the use or sale of nonmonetary assets 
translated at historical rates, and (b) are canceled at the t ime Statement No. 52 is 
first applied, shall be included in the opening balance of the cumulat ive transla-
t ion adjustments component of equity up to the amount of the offsett ing adjust-
ment attr ibutable to those nonmonetary assets. 
Foreign currency translation has been and wi l l cont inue to be a complex account-
ing standard. Apply ing the provisions of the Statement wi l l raise many imple-
mentat ion questions. The FASB intends to monitor the implementat ion issues 
confronted by preparers in applying the standard. Please direct any questions you 
may have concerning the provisions of the Statement to your local Deloitte 
Haskins & Sells representative. 
$ 3,502 
4,960  
8,462 
5,501 
2,128 (A) 
7,629 
$ 833 
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A p p e n d i x A 
D e t e r m i n a t i o n o f t he Funct iona l C u r r e n c y — S a l i e n t Economic Factors 
The fo l lowing salient economic factors were developed by the Board to serve, 
individually and collectively, as general guidance on indicators of facts to be con-
sidered in determining the funct ional currency. Where the indicators are mixed, 
management's judgment wi l l be required to determine the funct ional currency. 
Indicator 
Cash f low 
Sales price 
Sales market 
Expense 
Financing 
Intercompany 
transactions 
Functional Currency 
Foreign Currency 
Primarily in the foreign 
currency, and do not directly 
impact parent company's 
cash f low 
Parent's Currency 
Available for remittance 
through intercompany 
accounts. Cash f lows 
related to individual 
assets and liabilities 
directly impact parent's 
cash f lows on a current 
basis 
Sales prices primarily 
responsive on short-term 
Sales prices of foreign ent i ty 
not responsive on short-term 
basis to changes in exchange basis to changes in 
rates. Sales prices determined exchange rates. Sales 
by local factors 
Act ive local market, al though 
there might be signif icant 
amount of exports 
Production costs and operat-
ing expenses are primarily 
local costs. There might be 
some imports 
Primarily denominated in 
foreign currency. Cash f low 
from operations are adequate 
to service debt obl igations 
Low volume of intercompany 
transactions. No extensive 
interrelationship between 
the operations (foreign enti ty 
may rely on parent's or aff i l i-
ate's compet i t ive advantages) 
prices determined more 
by worldwide competi-
t ion 
Market is mostly in the 
parent's country or sales 
contracts are denomi-
nated in parent's currency 
Labor, materials and 
other costs for products 
or services on a cont inu-
ing basis are primarily 
costs for components 
obtained f rom the coun-
try in wh ich the parent 
company is located 
Primarily from the parent 
or other dollar denomi-
nated obligations (parent 
funding of expansion not 
a factor if foreign entity's 
cash f lows are expected 
to be sufficient to service 
the debt). Parent funding 
needed to service debt 
obligations 
High volume of inter-
company transactions. 
Extensive interrelation-
ship of operations 
21 
A p p e n d i x B 
A c c o u n t s t o Be Remeasured Us ing H is to r ica l Exchange Rates 
Marketable securities carried at cost 
• Equity securities 
• Debt securities not intended to be held unt i l matur i ty 
Inventories carried at cost 
Prepaid expenses such as insurance, advert ising, and rent 
Property, plant, and equipment 
Accumulated depreciat ion on property, plant, and equipment 
Patents, trademarks, licenses, and formulas 
Goodwil l 
Other intangible assets 
Deferred charges and credits, except deferred income taxes and policy acquisi-
t ion costs for life insurance companies 
Deferred income 
Common stock 
Preferred stock carried at issuance price 
Examples of revenues and expenses related to nonmonetary i tems: 
• Cost of goods sold 
• Depreciation of property, plant, and equipment 
• Amort izat ion of intangible items such as goodwi l l , patents, licenses, etc. 
• Amort izat ion of deferred charges or credits except deferred income taxes and 
pol icy acquisi t ion costs for life insurance companies 
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A p p e n d i x C 
Remeasurement in to t h e Funct iona l Cur rency 
Assume Biltrite Ltd. (Appendix D) is only an agency for the U.S. parent. The 
fo l lowing remeasurement into the funct ional currency (U.S. dollars) wou ld be 
necessary. 
Translation of Balance Sheet Elements: 
Monetary assets, £3,000 at $1.835, the 7 /31 /81 current rate 
Monetary liabilities, £11,000 at $1.835, the 7 /31 /81 current rate 
Net monetary credit items 
Accounts at various historical costs. 
Land and bui ldings, £9,300 at $1.784 $16,591 
Machinery and equipment, £7,000 at $1.784 12,488 
Inventories, £3,000 at $1.967 5,901 
Net assets 
Less: Capital stock £4.000 at $1.784 7,136 
Retained earnings, 8 /1 /80 (Exhibit II, Appendix D) 13,139 
Reported net income, net of dividends 2,232 
Translation loss included in income (before income tax effect) 
Translation of Income Statement Elements: 
Sales, £20,000 at average current rate $2.237 
Cost of Sales, £12,000 at historical rate, calculated as fol lows: 
Beg. Inv. £2,500 at $2.330 
Purchases £12,500 at average rate $2.237 
Less ending inventory £3,000 at $1.967 
Depreciation, £1,800: 
Buildings £400 at $1.784 
Machinery and equipment £1,400 at $1.784 
Other expenses, £3,920 at average rate $2.237 
Net income 
Less div idend, £1,180 at $2.237 
To retained earnings 
$ 5,825 
27,963 
33,788 
5,901 
714 
2,498 
$ 5,505 
20,185 
14,680 
34,980 
20,300 
22,507 
$ (2,207) 
$ 44,740 
27,887 
3,212 
8,769  
39,868 
4,872 
2,640 
$ 2,232 
Note: The results of applying the Statement using the current rate method and 
the temporal method (per FASB Statement No. 8, except that deferred 
taxes are classified as monetary) may be reconciled as fol lows: 
Retained earnings, 7 /31 /81 per current rate method 
A d d : Accumulated translation adjustment 
Less: Increase in nonmonetary assets from 
using historical rates ($34,980) to current 
rate ($35,416) 
Retained earnings, 7 /31 /81 as remeasured in dollars, 
the funct ional currency (before tax effect). 
$ 15,599 
(1,999) 
13,600 
436 
$ 13,164 
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Special considerations are required by the Statement for remeasuring inventories 
that are not recorded in the funct ional currency so that the rule of cost or market 
whichever is lower may be applied. Inventories carried at cost in the books of 
record in another currency are first remeasured to cost in the funct ional currency 
using historical exchange rates. Then, historical cost in the funct ional currency is 
compared w i th market as stated in the funct ional currency. Appl icat ion of the 
rule in funct ional currency may require wr i te-downs to market in the funct ional 
currency statements even though no wr i te-down has been made in the books of 
record maintained in another currency. Likewise, a wr i te-down in the books of 
record may need to be reversed if market exceeds historical cost as stated in the 
funct ional currency. If inventory has been wr i t ten down to market in the func-
tional currency statements, that funct ional currency amount continues to be the 
carrying amount in the funct ional currency f inancial statements unti l the inven-
tory is sold or a further wr i te -down is necessary. 
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A p p e n d i x D 
I l lus t ra t ion o f Trans la t ion o f Financial S t a t e m e n t s of a Foreign Subs id iary 
Background : 
Abbot Corporation, a U.S. enterprise, has a whol ly -owned subsidiary located in 
England that meets the criteria for treatment as a net investment under the provi-
sions of Statement No. 52 Foreign Currency Translation. Specifically, the English 
subsidiary, Biltrite Ltd., is engaged in the manufacture in England, and the sale 
throughout Europe, of industrial products. Biltrite is not dependent on the 
economic environment of the parent company's reporting currency. Biltrite is 
f inanced primari ly by local currency borrowings or borrowings denominated in a 
currency other than that of the parent. The operations of Biltrite are expected to 
generate funct ional currency cash f lows that are available to the parent for rein-
vestment or dividends. The parent is not directly affected by cash f lows related to 
individual assets or liabilities of Biltrite. Further, the parent does not expect to 
w i thdraw its basic investment, al though it might receive normal dividends. 
Biltrite's balance sheets at July 3 1 , 1981 and 1980, and statement of income and 
retained earnings for the year ended July 3 1 , 1981, that fol low, conform w i th U.S. 
generally accepted account ing principles prior to translation into U.S. dollars. 
BILTRITE LTD. 
Compara t i ve Balance Sheets 
J u l y 3 1 , 1 9 8 1 and 1 9 8 0 
(000) 
Assets 
July 31 
1981 1980 
Current Assets 
Cash £ 1,000 £ 600 
Accounts receivable (net of allowances) 2,000 2,500 
Inventories (at lower of FIFO cost or market) 3,000 2,500 
Total current assets 6,000 5,600 
Property, Plant and Equipment 
Accumulated 
Cost Depreciation Net 
Land £ 1,300 1,300 1,300 
Building 10,000 £2,000 8,000 8,400 
Machinery 
and equipment 14,000 7,000 7,000 8,400 
£25,300 £9,000 16,300 18,100 
Total assets £22,300 £23,700 
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Liabilities and Stockholders' Equity 
July 31 
1981 1980 
Current Liabilities 
Notes payable £ 1,000 £ 1,000 
Accounts payable 4.000 3,700 
Total current l iabilit ies 5.000 4,700 
Long-term Liabilities 
Notes payable 4.000 7,000 
Deferred income taxes 2,000 1,800 
6,000 8,800 
Stockholders' equity 
Capital stock 4,000 4,000 
Retained earnings 7,300 6,200 
Total l iabilit ies and stockholders' equity £22,300 £23,700 
BILTRITE LTD. 
S t a t e m e n t o f I n c o m e and Reta ined Earnings 
For t h e Fiscal Year Ended J u l y 3 1 , 1 9 8 1 
(000) 
Sales £20,000 
Costs and Expenses 
Costs of sales £12,000 
Depreciation (A) 1,800 
Sell ing, general and administrat ive expenses 2,100 
Interest expense 840 16,740 
Income before income taxes 3,260 
Income taxes 980 
Net income 2,280 
Retained earnings, July 31, 1980 6,200 
8,480 
Dividends 1,180 
Retained earnings, July 3 1 , 1981 £ 7,300 
(A) Annual depreciat ion: 
Buildings £ 400 
M&E 1,400 
£1,800 
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Add i t i ona l I n fo rmat ion 
1. Biltrite was organized on July 30, 1976 as a whol ly -owned subsidiary of 
Abbot Corporation. All of the capital stock of Biltrite was issued on that date 
when the rate of exchange was $1.784. 
2. Biltrite's capital stock has not changed since its organization. 
3. Sales are made and costs and expenses are incurred uniformly over the year. 
4. Depreciation is provided on a straight-l ine basis, using depreciable lives of: 
Buildings 25 years 
Machinery and 
equipment 10 years 
5. Foreign exchange rates for the British pound for the fiscal year July 3 1 , 1981 
are as fol lows: 
July 3 1 , 1980 $2.331 
Average monthly rates: 
August , 1980 $2.393 
September, 1980 $2.388 
October, 1980 $2.438 
November, 1980 $2.360 
December, 1980 $2.385 
January, 1981 $2.386 
February, 1981 $2.205 
March, 1981 $2.244 
July 31, 1981 
Apr i l , 1981 
May, 1981 
June, 1981 
July, 1981 
$2.140 
$2.070 
$1.943 
$1.889 
$1.835 
Average of month ly average 
rates for the twelve months ended 
July 3 1 , 1981 $2.237 
6. Effective British corporate tax rate, 30%. 
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Trans la t ion : 
Biltrite's balance sheet is translated using the current year end exchange rate of 
$1.835 per British pound, for all assets and liabilities. Capital stock is translated at 
the rate in effect when the shares were issued. This procedure is necessary to 
keep the translation adjustment f rom affecting capital stock and to maintain a 
separate historical record of the adjustments. The translation of revenues, 
expenses, and dividends calls for the use of a weighted average exchange rate 
assuming that the revenues and dividends are all generated in a relatively 
uni form pattern over the course of the year. 
The treatment of opening retained earnings in the i l lustration conforms to the 
recommendat ion of the Statement (paragraph 146), that a separation need not be 
made between the opening retained earnings balance and the accumulated 
adjustment account since inception because that would require recomputat ion of 
all prior years' f igures as if the Statement had been in effect. In the Board's judg-
ment, the benefits of recomputat ion do not justi fy the costs. 
The translation of Biltrite's balance sheet and statement of income and retained 
earnings appear in Exhibits I and II. Exhibit III illustrates the computat ion needed 
to obtain the opening balance of the accumulated translation adjustment in the 
init ial year of apply ing the current rate method. The translation adjustment at 
August 1, 1980, the beginning of the year of initial application of the current rate 
method, is obtained directly by translating the opening balance of net assets, 
applying the July 3 1 , 1980 exchange rate, and subtract ing therefrom the sum of 
the capital stock translated at the historical rate, and the retained earnings trans-
lated balance at July 3 1 , 1980. This approach does not separate out the amount 
of the accumulated adjustment in the opening retained earnings. 
The adjustment for fiscal year ended July 3 1 , 1981 is obtained by mul t ip ly ing the 
opening balance of net assets by the change in exchange rates for the year. To 
this f igure is added or subtracted the result of mul t ip ly ing the change in net 
assets for the year by the difference between the year end exchange rate and the 
weighted average rate used to translate revenues and expenses. 
Exhibit IV is an analysis of the changes in the accumulated translation adjust-
ment account as called for by paragraph 31 of the Statement. 
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Exh ib i t III 
Calculation of Year-End Accumulated Translation Adjustments with the Begin-
ning Balance of Year of Adoption of Current Rate Method  
Net assets at 7 /31 /80 
Decrease in rate of exchange dur ing 
fiscal year ending 7 /31 /81 
Exchange rate, 7 /31 /81 
Exchange rate, 7 /31 /80 
Addi t ion to net assets for the fiscal 
year ended 7 /31 /81 
From operations: 
Less dividends 
Exchange rate, 7 /31 /81 
Average month ly rate 
Total 
Accumulated translation adjust-
ment balance, 8 / 1 / 8 0 
(See Example 5.) 
Accumulated translation adjustment 
balance, 7/31/81 (see Exhibit I) 
£10,200 
$1.835 
$2.331 x .496 $(5,059) 
£2.280 
1.180 £ 1,100 
$1.835 
$2.237 x .402 (442) 
(5,501) 
3,502 
$(1,999) 
The accumulated translation adjustment can also be calculated as follows: 
$20,736 
Net assets, 7 /31 /81 £11,300 
Exchange rate, 7 /31 /81 x$1.835 
Less: 
Capital stock, 7 /31 /81 
(Exhibit I) $ 7,136 
Retained earnings, 7 /31 /81 
(Exhibit II) 15,599 22,735 
Accumulated translation adjust-
ments, 7 /31 /81 (A) $(1,999) 
(A) This balance may be reduced by the deferred tax amount needed to meet 
requirements of APB Opinion Nos. 1 1 , 23 and 24, and such amount wou ld 
be deducted from deferred taxes. If there is no intent to repatriate 
undistr ibuted earnings of the foreign subsidiary, no taxes need be allocated 
on f inancial statement translation adjustments. 
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E x h i b i t IV 
BILTRITE LTD. 
Ana lys i s o f A c c u m u l a t e d Trans la t ion A d j u s t m e n t s 
J u l y 3 1 , 1 9 8 1 
(000) 
Balance at August 1, 1980 
A d d : Aggregate adjustment for the fiscal year ended July 3 1 , 1981 
result ing from the translation of foreign currency statements 
Balance at July 3 1 , 1981 
(5,501)  
$(1,999) 
$3,502 
E x h i b i t V 
N o t e s t o Financial S t a t e m e n t s : E f fec ts o f Rate Changes on Repor ted Resul ts 
Paragraph 144 of the Statement encourages management to supplement the dis-
closures required by the Statement w i th an analysis and discussion of the effects 
of rate changes on reported results of operations. The objective of this disclosure 
is to give users an understanding of the broader economic implicat ions of rate 
In the Biltrite i l lustrat ion, the note to the f inancial statements describing the 
effects might be as fo l lows: 
Biltrite's manufactur ing operations are conducted entirely in England. Sales 
are made in England and throughout Europe. Raw materials are purchased 
largely in West Germany. During the past year the pound weakened in rela-
t ion to the dollar g iv ing rise to a decrease in the accumulated translation 
adjustment component of stockholders' equity. Operations were not signif i -
cant ly affected by the movements of the pound in relation to European cur-
rencies such as the West German mark and the French franc. Whi le raw 
materials imported f rom West Germany became somewhat cheaper, sales to 
certain European countr ies faced more str ingent compet i t ion because our 
export products became sl ight ly more expensive abroad. The results of 
these t w o factors, raw material costs decreases and sales decreases in this 
period, have to some extent offset one another in terms of profit impact. 
changes. 
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Exh ib i t V I — T e m p o r a l M e t h o d 
BILTRITE LTD. 
Balance S h e e t J u l y 3 1 , 1 9 8 1 
(000) 
Local Exchange U.S. 
Currency Rate Dollar 
Assets 
Cash £ 1,000 1.835(A) $ 1,835 
Accounts receivable 2,000 3,670 
Inventory 3,000 1.967(B) 5,901 
Land 1,300 1.784(B) 2,319 
Building — n e t 8,000 14,272 
Equipment — n e t 7,000 12,488 
Total £22,300 $40,485 
Liabilities & Stockholders' Equity 
Notes payable — c u r r e n t £ 1,000 1.835 $ 1,835 
Accounts payable 4,000 7,340 
Notes payable — long-term 4,000 " 7,340 
Deferred income taxes 2,000 3,670 
Capital stock 4,000 1.784 7,136 
Retained earnings 7,300 (C) 13,164 
Total £22,300 $40,485 
(A) Current exchange rate 
(B) Exchange rate at date of purchase of assets 
(C) From statement of income and retained earnings 
See Appendix C for detail. 
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A p p e n d i x E 
Glossary 
This appendix defines terms that are essential to clear comprehension of the 
Statement. 
Attribute 
The quanti f iable characteristic of an item that is measured for account ing pur-
poses. For example, historical cost and current cost are attr ibutes of an asset. 
Conversion 
The exchange of one currency for another. 
Currency Swaps 
An exchange between two enterprises of the currencies of two different countries 
pursuant to an agreement to reexchange the two currencies at the same rate of 
exchange at a specified future date. 
Current Exchange Rate 
The current exchange rate is the rate at wh ich one unit of a currency can be 
exchanged for (converted into) another currency. For purposes of translation of 
f inancial statements referred to in this Statement, the current exchange rate is 
the rate as of the end of the period covered by the financial statements or as of 
the dates of recognit ion in those statements in the case of revenues, expenses, 
gains, and losses. 
Discount or Premium on a Forward Contract 
The foreign currency amount of the contract mult ip l ied by the difference be-
tween the contracted forward rate and the spot rate at the date of inception of 
the contract. 
Foreign Currency 
A currency other than the funct ional currency of the enti ty being referred to (for 
example, the U.S. dollar could be a foreign currency for a foreign entity). Com-
posites of currencies, such as the Special Drawing Rights on the International 
Monetary Fund (SDRs), used to set prices or denominate amounts of loans, etc., 
have the characteristics of foreign currency for purposes of applying the State-
ment. 
Foreign Currency Statements 
Financial statements that employ as the unit of measure a funct ional currency 
that is not the reporting currency of the enterprise. 
Foreign Currency Transactions 
Transactions whose terms are denominated in a currency other than the entity's 
funct ional currency. Foreign currency transactions arise when an enterprise (a) 
buys or sells on credit goods or services whose prices are stated in foreign curren-
cy, (b) borrows or lends funds and the amounts payable or receivable are denomi-
nated in foreign currency, (c) is a party to an unperformed forward exchange con-
tract, or (d) for other reasons, acquires, or disposes of, assets or incurs or settles 
liabilities denominated in foreign currency. 
Foreign Currency Translation 
The process of expressing in the reporting currency of the enterprise those 
amounts that are denominated or measured in a different currency. 
34 
Foreign Entity 
An operation (e.g., subsidiary, division, branch, jo int venture, etc.) whose financial 
statements are (a) prepared in a currency other than the report ing currency of the 
report ing enterprise and (b) combined or consolidated w i th or accounted for on 
the equity basis in the f inancial statements of the reporting enterprise. 
Forward Exchange Contract 
An agreement to exchange at a specified future date currencies of different coun-
tries at a specified rate (forward rate). 
Functional Currency 
An enti ty 's funct ional currency is the currency of the primary economic environ-
ment in wh ich the ent i ty operates; normally, that is the currency of the environ-
ment in wh ich an ent i ty primari ly generates and expends cash. (See Appendix A 
for indicators of facts to be considered in determining the funct ional currency). 
Local Currency 
The currency of a particular country being referred to. 
Reporting Currency 
The currency in wh ich an enterprise prepares its f inancial statements. 
Reporting Enterprise 
An ent i ty or group whose financial statements are being referred to; in the State-
ment, those f inancial statements reflect (a) the financial statements of one or 
more foreign operations by combinat ion, consol idat ion, or equi ty account ing, (b) 
foreign currency transactions, or (c) both of the foregoing. 
Spot Rate 
The exchange rate for immediate delivery of currencies exchanged. 
Transaction Date 
The date at wh ich a transaction (for example, a sale or purchase of merchandise 
or services) is recorded in account ing records in conformity w i th generally 
accepted account ing principles. A long-term commi tment may have more than 
one transaction date (for example, the due date of each progress payment under a 
construct ion contract is an ant icipated transaction date). 
Transaction Gain or Loss 
Transaction gains or losses result f rom a change in exchange rates between the 
funct ional currency and the currency in wh ich a foreign currency transaction is 
denominated. They represent an increase or decrease in (a) the actual funct ional 
currency cash f lows realized upon sett lement of foreign currency transactions 
and (b) the expected funct ional currency cash f lows on unsett led foreign curren-
cy transactions. Unless certain criteria are met, transaction gains and losses are 
included in determining net income. 
Translation Adjustments 
Translation adjustments result f rom the process of translating f inancial state-
ments f rom the entity's funct ional currency into the report ing currency. Transla-
t ion adjustments are excluded f rom the determination of net income and are 
reported separately in equity. 
Unit of Measure 
The currency in wh ich assets, l iabil it ies, revenues, expenses, gains, and losses are 
measured. 
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